APPENDIX B

bondholders, who purchase their holdings on an instal-
ment system. The internal debt serves two functions.
In the first place, it amounts to a subordinate form of
social insurance; in the second, it absorbs surplus
monetary funds arising from a slight tendency to
inflation, the technical nature of which is interesting,
but not of basic importance to us in this book.

Sayings, then, whether derived from indirect taxa-
tion or from loans, pass straight into the national
budget, without the medium of any stock exchange,
and all are spent, when and where required, on the
wages of people employed in building capital goods.
One may think instructively of a simple circulatory
system thus:
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The savings of the community, therefore, are not
invested, as in capitalist countries, by private persons
and firms who hope to reap a profit (this is the logical
essence of capitalism), but directly by the government,